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KEY ECONOMIC INDICATORS 


(All values in million US$ unless otherwise stated) 1/ 
. Estimated 
Growth Rate 


1975 1976 1e77. i3m 8 1977 
E 


INCOME AND PRODUCTION * - : 
GNP at Current Prices 2/ 52,513 68,723% 81,093% 
GNP at Constant Prices (2533 Prices) 2/ 47,486 53,876* 58,185* 
Per Capita GNP, Current Prices in $$ 2/ 1,605 2,051* 2,36)% 
Investment as % of GNP, Current Prices 2/ 30.3 30.0% ‘nwa. 
Indices (2528 = 100) Quarterly Averages 

Industrial Production 236.3 275.7 
Industrial Wages 383.5 520.9 
Oil Production Mil. BBLs (NIOC) 1,953 2,168 
Wheat Production Thous. MT* 5,000 5,500 


MONEY AND PRICES 
Money Supply (Monthly Averages) 3/ 5,003 6,795 
Minimm Effective Bank Interest Rates (l/77) 
CBI Discount 8 a © 
Import Financing li i 11 
Other Short-term 13 13 13 
Indices (Monthly Averages) (2533 = 100) 
Consumer Prices 3/ Col. E 2/ 108.5 120.8 D.9 6s: 
Wholesale Prices 3/ Col. E 2/ 104.5 113.8 129.5 9. 
BALANCE OF PAYMENTS AND TRADE 
Net Gold and Foreign Exchange Reserves },/ 6760.2 5990.7 7164.3 -1 
External Public Debt 2,494 2,344 n.a. 
Annual Debt Service 2/ 1,040 1,00) n.a. 
Basic Balance of Payments 2/ -991 2,025 Refs 
Oil Export Revenue 18,738 19,419 20,780* 3. 
Non-oil Exports, FOB (MEAF) (Incl. gas) 705 703 680* -0. 
U.S. Share (%) 5.5 9.7 na. 
Nonmilitary Imports, CIF Customs Basis (MEAF) 10,30, 12,752 14,800 23.8 16.1 
U.S. Share (2%) 19.8 16.9 n.a. 
Main Imports from U.S. in 1976: machinery and parts 609.9; vehicles other than rail- 
way 367.6; cereals 297.9; electric machinery and parts 181.0; iron and steel products 
153.9; vegetable oil 56.7; cigarette and tobacco products 5.7; pharmaceuticals 38.6; 
chemicals 3.6 
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l/ Kis. 68.00 = 00: 1 e . 70.50 f th 6 1 : f 
of EAS worked at Goustent Welska Uitaihcata oF 0e.78778,9" 4 9. AE Cigene 


2/ Data for or as of end Iranian Year 253 (March 20, 1976) for Colum A; 2535 (March 
20, 1977) for Colum B; estimates in Colum C are for 2536 (Ending March 20, 1978) 


3/ First quarter 1977 for Colum C and E 
L/ First)two mnths 1977 for Colum C 
*% Embassy estimates 


Sources: Central Bank of Iran (CBI) unless indicated; Ministry of Economic Affairs 
and Finance (MEAF); National Iranian Oil Company (NIOC) 





SUMMARY 


Preliminary estimates of Iran's economic activity in 2535* show strong per- 
formance by all sectors except agriculture and GNP growth of 30 percent, 
13.5 percent in constant 2533 prices. Revenues from the oil sector's unex- 
pected production increase of 1) percent, along with an actual decrease in 
import payments, returned Iran's balance of payments to significant current 
account and basic balance surpluses. The Government's budgets of 2535 and 
2536 are moderate in scope overall, restrictive in current operations and 
expansionary in development programs. Monetary expansions and some 35 per- 
Cent average price increases in wages and housing fueled inflation. Pros- 
Pects for 2536 hinge heavily on the performance of the oil sector which is 
currently projected at zero real growth. After a drawing down of inventories 
and substantial elimination of port congestion, import growth could reach 
20 percent. Economic growth is forecast at 18 percent, 8 percent in real 
terms, a level considered a realistic target for annual growth in the immi- 
nent Sixth Plan (1978-83). Foreign exchange payments accounts should again 
post surpluses and current, high foreign exchange reserves assure Iran's 
creditworthiness. The import uptum offers immediate prospects for exports’ 
to Iran but new large projects await the Sixth Plan. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Macroeconomic Situation Tentative calculatios of Iran's economic perfor- 
mence in 2535 indicate GNP growth of 30 percent, 13.5 in constant 2533 prices, 
and achievement of per capita GNP of $2,051 in current prices. This real 
growth, higher than the 11.5 percent anticipated, was boosted by fortuitously 
high oil sector production and exports in the last half of 2535. The GNP 
deflator increased from the forecasted 12.5 to 15.3 owing to an acceleratio 
of inflation to an average 16.6 for 2535 and up 27.3 percent on the year 
ending March 20. The oil sector's estimated real growth of 1) percent con- 
trasts sharply with the 12 percent decline in 253) and complements the esti- 
mated 23 percent real value added growth of the industrial sector which in- 
cludes construction and mining. Real growth in the service sector is esti- 
mated at 17.5 percent and agriculture was again laggard with an estimated 
6.4 percent growth. 


In May 1977 the oil sector, in most respects the single most important vari- 
able in Iran's economic equation, felt the effects of OPEC's two-tiered price 
system. Oil production in 1976 increased 11 percent (to 2,168 million bbls.) 
and while at this point it appears production in 2536 will be unchanged from 
2535, a 3 percent decline from 1976 is forecast for 1977. Because of a 


* The year ending March 20, 1977. Current year 2536 ends March 20, 1978. 
All 2535 data are preliminary. 
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severe winter in the West and export delivery problems in Saudi Arabia, Iran's 
oil exports bounced back in the first quarter of 1977 after the "Doha shock" 
and posted unexpectedly and even unseasonably high levels. Exports for the 
first four months, while 6 percent below the average of 1976, are 5 percent 
above the same period in 1976. But a weakening of export demand is antici- 
pated due to the re-emergence of seasonal factors and the effects of Iran's 
higher price relative to Saudi Arabia's. 


The oil sector, i.e. production of oil and gas, is expected to be the drag 

on GNP growth in 2536. Assuming its flat performance and 13 percent real 
growth in the non-oil sectors (5 percent agriculture and 15 percent elsewhere), 
an eight percent real growth prospect emerges. This rate, reflecting inter 
alia a static oil sector, is indicative of the average rate seen attainable 
in the Sixth Plan (1978-83). The average of projected consumer (1-18 per- 
cent) and wholesale (12-15 percent) price index increases in 2536 suggests a 
minimal 10 percent GNP deflator and thus GNP growth in current prices of 18 
percent--to $81.1 billion and $2,36) per capita (mid-1976 census population 
of 33.6 millio and growing at 2.) percent per year). The General Government 
budget, deflationary in 2535, increases expenditure authorizations by 12 per- 
cent in 2536, a level approximating anticipated inflation. 


Iran's "economic indigestion" continues but with some structural improvements. 
Prices and consumer expenditures continue to outpace production of goods and 
services. Consumer expenditure growth is moderating and may be at levels of 
15 percent for the 2535/2536 period. Real investment expenditure growth was 
21 percent in 2535 and may increase by 25 percent in 2536. The national 
saving percentage remained at 30 percent of GNP in 2535, although the public 
sector's investment growth last year was perhaps only 20 percent in current 
prices, a rate which should double in 2536. About half of all credit extended 
went into the continuing construction boom (in 2535 up an estimated 71 percent 
in current prices). Although there is an expectation of moderation in wage 
(up 35.8 percent in 1976) and housing cost increases (up 33.8 percent in 2535), 
2536 inflation is forecast at 1) to 18 percent. Business confidence, parti- 
cularly in industry, is less bullish than last year and investment incentive 
for the long pull is virtually absent. Uncertainties concerning price, labor 
and tax policies are foremost reasons for this climate. 


Fiscal Developments Preliminary summary 2535 fiscal data confirm a continued 
underspending: of the budget, elimination of implicit budgetary deficits and 
use of fiscal policy for demand management. Through underspending by some $3 
billion in 2535, a reliance on deficit financing was postponed and with two- 
thirds of that "savings" in current expenditures the Government further docu- 
mented its effectiveness in controlling nonproductive expenditures. Central 
Government receipts of $27.1 billion were up a modest 7.8 percent; the $18.85 
billion from oil and gas, 5.7 percent below estimates, accounted for 69 per- 
cent of all revenue. Expenditures ran at a nonexpansionary pace in 2535, up 
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7.8 percent and 7.3 below budget estimates. Current expenditures, 55. of 
total, were held to a 1 percent growth and $2.) billion under the budget. 
But capital or developmental expenditures also failed to meet the budget 
target by $1 billion and at $8.9 billion were up only 19.) percent in cur- 
rent prices, a probable decline in real terms given inflation in the large 
construction sector. Public debt data for end-2535 are tentative but sug- 
gest a development of a $600 million increase in domestic debt and increase 
of external debt, including long-term supplier credits, to $3.5-$).0 billion. 


The 2536 budget presentation was delayed because of the "Doha Shock" on oil 
prices and shaved by $3.5 billion in estimated oil revenues before the late 
February 20 submission. Although some $900 million was later restored to 
revenue estimates, the budget's austere tone was maintained with oil reve- 
nues premised on an 11 percent decline in export volume. An established 
pattern of underspending along with extra-budgetary authorities argues 
against the otherwise reasonable expectation of a supplementary budget this 
year. It is likely that the $1.) billion authority for external borrowing 
and the $2.1 billion (Rials 150 billion) internal borrowing standby authority 
will be only partially utilized if at all. Of the $1.1 billion foreign 
borrowing authorized in 2535 only $625 million was committed and $225 uti- 
lized by the Imperial Government. More likely to be utilized in 2536 are 
the $1.1 billion internal and $1.6 billion external borrowing authorities 
provided the public enterprises in their separate budget. The 2536 Expendi- 
ture Budget at $33.7 billion is 15.1 percent above that approved for 2535, 
much larger if compared with indicated actual 2536 expenditures. Signifi- 
cant are the relative movements. Current expenditures are held to an 8.8 
percent increase while the capital or development budget, at $1.1 billion, 
increases 2 percent (58 percent potential if the actual expenditure of 
2535 is used) and accounts for 1 percent of allocations. 


The aforementioned budget characteristics are considered indicative of ex- 
pectations for the Sixth Plan. The sources of revenues move from oil to 
taxes and debt financing. (Yet, the current per capita tax burden of $180 
is low compared to a per capita expenditure of $1,000). Current expendi- 
tures, particularly general affairs, face stringencies and a likely maximum 
10 percent annual growth. The emphasis shifts thus to capital expenditures, 
which inter alia, attacks the continuing infrastructure problems, and may be 
expected to receive annual allocation increases of say 20 percent. Sectorally, 
defense allocations will decrease relatively; for 2536 they are down to 23.3 
percent of the budget, less than 10 percent of GNP and off 2.3 percent abso- 
lutely. Economic affairs allocation, which increases 53.5 percent to $12.6 
billion and 37 percent of the budget, and social affairs, up 36 percent to 
22.6 percent of the budget, move into their expected, priority positions. 
Food subsidies remain constant at $1.1 billion and while distributive in 
impact are a suspected target for gradual elimination. 
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Foreign Trade and Balance of Pa ts The unexpected decline in import 
payments in 2535 was due less to use of credit and a lower level of invest- 
ment than a working down of inventories and a clearing up of the port and 
customs congestion. Thus, while import payments of $15.7 billion were 1.3 
percent below 253, imports on customs basis were up 2 percent in 1976 and 
15 percent in 253. The virtual elimination of the Persian Gulf ports' 
infamous waiting lines of ship and partial elimination of the congestion 

in customs' holding areas added some 1.5 millio tons to imports otherwise 
of some 13 million tons. The future savings due to termination of confer- 
ence port surcharges and demurrage levies will be significant. Nonmilitary 
imports (CIF) of $12.8 billion may increase by 16 percent to $14.8 billion 
in 1977, although growth in the first four months is only ) percent. The 
profile of imports still reflects the bias towards equipment and machinery 
(55 percent) with semi-processed goods accounting for about a third. Primary 
goods and foodstuffs continue to increase and increased wheat and meat im- 
ports will bulk large in the 20 percent estimated growth in import payments 
in 2536, some 10 percent up in volume. Merchandise export earnings continue 
to be determined by oil since Iran's industrial export prospects remain more 
of a possibility for the future. Oil revenues in 1976 of $19.) billion, on 
a balance of payments basis, were up 3.4 percent and are projected to in- 
crease 7 percent to $20.8 billion in 1977; non-oil exports of $703 million 
posted no growth in 1976 and excluding gas, only 27 percent were non-tradi- 
tional goods. 


The balance of payments returned to large surpluses in current and basic 
balances. The import downturn, particularly on a payments basis, produced 

a current account surplus of $4.3 billion in 2535. Even with lower than 
expected long-term capital inflows--only $560 from official borrowings-- 

the overall balance was in surplus $2 billion. The seasonal high in out- 
flows in the last several months of the year did not materialize and public 
sector goods and service payments were low. Although services were in defi- 
cit by $1 billion, a 100 percent increase to $1.9 billim in private sector 
"service"receipts was notable. This is believed to reflect the repatriation 
of interest and principal from the estimated $3-l, billion capital outflow of 
the last three years. This would fulfill an expectation that a good portim 
of the capital flight would return when relative risks and profit were reassessed. 


At this point, based on a projection of slightly lower oil export volume though 
modest increase in income, the current account could post a surplus of some 
$2.5 billion in 2536. After 2535's drawdown of inventories and a generally 
one-time effect of the switch to use of credit, import payments growth may 
reach 20 percent. Whether Iran is a net borrower in 2536 depends upon as yet 
unrevealed foreign exchange reserve and official borrowing targets as well as 
foreign assistance disbursement. Tentative estimates point to another basic 
balance surplus of some $1.5 billim. Foreign exchange reserves of the Central 
Bank at end-2535 were $9. billim, equal to six months' projected 2536 imports. 
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Country reserves, reduced by the banking sector's net deficit position, were 
$7.2 billion on February 19, equal to four and a half months' import coverage. 
Iran's foreign debt service ratio is officially put at 3-) percent, but 
Iranian interest and repayment receipts against its $7.2 billion cumulative 
foreign investments and loans and interest on the Central Bank's reserves 
probably exeeed debt service requirements. 


Inflation and Monetary/Price Policies Cost-push factors more than demand 
pressures produced a return of high inflation in 2535. The brake applied to 
price rises in 1975 by price controls was relaxed when apparent market disrup- 
tions became the alternative. Thus, while the Government's role as a buyer 
is diminishing and fewer scarcities exist, catch-up price increases helped 
propel the index of consumer prices to an average 16.6 percent in 2535 and 
27.3 percent on the year ending March 20. The chief push came from housing 
costs, which registered a 33.8 percent average increase, 50.7 year to year. 
The wholesale price index moved up 13.5 percent on the average compared with 
5.3 percent in 253). But contrary to consumer prices it was not accelerating 
in early 1977 relative to 1976. The outlook for 1977/2536 rests on some com- 
pensation by an expected moderation in housing costs and wage movements for 
the wash-through effects of a number of Government-decreed price increases 
March 20 (gasoline, telephone, transport and postage), declining productivity 
and demand on services. But the projected increases in the consumer and 
wholesale price indexes of 1-18 and 12-15 percent, respectively, will not 
necessarily apply accurately to the cost of living of the American in Iran 
due to a much different consumption pattern. A price policy still exists 

and the Government has authority to approve all prices, but there is increasing 
vacillation in enforcement of price controls as well as some flexibility in 
applying the 15 percent profit margin on imports. 


Monetary data follow other sectors in moderated growth rates. Nevertheless, 

the 38.7 percent credit expansion in 2535, while down from last year's 55 per- 
cent growth, was inflationary. Bank deposits increased by 39.6 percent in 

2535 and in composition showed a slight decline in liquidity preference. The 
money supply increased by 34.9 percent, compared with 36.5 percent in 253). 
Monetary objectives for 2536 include an attempt at tailoring credit expansion 
according to use and the particular situation of each bank; the overall credit 
expansion target reportedly is 25 percent, 20-25 percent for commercial banks 
and 25-30 for specialized/development banks. Short term foreign borrowing 
still requires a 30 percent interest-free reserve deposit and long-term bor- 
rowings require Government approval. Last year's highly competitive foreign 
banking situation resulted in rate and commission cutting which should disappear 
with the indications of a less liquid Eurodollar market. Iran's alleged 
floating and SDR-based exchange rate has not varied since June 3, 1976. Foreign 
exchange movements, freed from control in early 197, are likely to fall under 
a mild monitoring and approval procedure. 


Selected Sectoral Developments 
the early months of 1977. No longer do ships languish waiting for berths and 


The Persian Gulf ports were underutilized in 
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the add-on costs from conference surcharges and demurrage should be absent 

from the 2536 import bill. Expansion of the Port of Khorramshahr should 
increase total ports' annual capacity to 17-18 million tons. Customs' 

holdings were reduced bylalf by end-2535 and the remaining import bottle- 

necks are the overworked and inadequate rail and road links from ports of entry. 


Agriculture, accounting for about 10 percent of GNP, is still Iran's basket 
case. Agricultural data are the least reliable and yearly assertions of 

5-7 percent real growth have become suspect. The presence of a large foreign 
worker population no doubt aggravates the food import bill, but medium-term 
prospects in any case see the current 70-75 percent food self-sufficiency 
further eroded. Iran's natural obstacles are formidable; of the 8.7 percent 
of land under cultivation 5 percent is irrigated and the relatively costly 
wet-farming will represent most of the increment in cultivation. Best pros- 
pects are for long-term near or complete self-sufficiency in milk, poultry, 
vegetables and fruits. Current policy reportedly abandons further investment 
in agroindustry.and stresses reduction of the estimated $1 billion in food 
waste due to methods of storage, transport and marketing. Poultry and dairy 
productions are up, primarily due to credit subsidies. Absolute production 
levels in most areas are increasing but cannot keep pace with rising demand 
due to increasing personal wealth. Iran's food supply gap means an excellent 
market for U.S. wheat, feed grains, and rice which should continue to provide 
the bulk of those imports. 


Industrial development is Iran's chief hope for long-term prosperity and 
growth. Yet despite massive investment, protection and subsidies, the indus- 
trial sector is fraught with infrastructure, labor and capacity underutiliza- 
tion problems. Not untypical of economic growth in LDC's generally, installed 
capacity is outpacing the requisites of power, water, transport and labor. 

For example, Iran's sole aluminum smelter will have produced in 2535 and 2536 
at levels roughly half of 253 due to a cutback in electricity. Product mar- 
keting, quality control and servicing are at embryonic stages; the producer/ 
seller is king in an assumed demand situation. A recent Government study 
found capacity utilization to be (percent) 61 in textiles, 96 in cement, 6 
in brick making, 69 in the motor industry (51 in cars alone) and 32 in tractors. 


Economic Policies, Prospects and Problems Iran, in the last year of its 


Fifth Plan, faces many social and physical infrastructure problems but with a 
good financial base and improving manpower capabilities. There is no doubt 
that the go-for-broke policy adopted when oil revenues quadrupled has been 
costly and wasteful. The excessive infusion of wealth set off spiralling in- 
flation and pushed wages and land values at rates now difficult to cotrol. 
High expectations are well established and thwart needed fiscal and monetary 
constraints. The critical factor of rural employment has been largely ignored 
in this period of rapid growth, but when the construction boom fades incentives 
for reverse migration to rural areas will be needed as a large and illiterate 
portion of the work force is unable to fit into the modern sector. 
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The Sixth Plan (1978-83) should be unveiled by October. While average growth 
rates of 10-12 percent are being mentioned, eight percent, given an assumed 
static character of the oil sector, seems more realistic. Iran faces the next 
development stage with financial resource gaps which presumably can be filled 
by moderate (say $1 to $2 billion a year) foreign borrowings. But the current 
consumerism with high import reliance must be contained if balance of payments 
difficulties are to be avoided in the 1980's. The Sixth Plan hopefully will 
acknowledge the priority need to resolve infrastructural inadequacies (physical 
and social) before further accelerating industrial development. The Govern- 
ment's direct role in the economy is anticipated to be relatively less. Labor, 
accustomed to a benign governmental attitude and 35-50 percent annual wage in- 
creases, is already finding a less generous Government policy and an attempted 
linkage in contracts of productivity to wage increases. Foreign investment 
policy is not expected to alter significantly but flexibility is witnessed in 
the application of such policies as sector ceilings on foreign equity and the 
timetable for sale of equity to workers and the public. Tax reform, again 
promised this year, will seek to increase the non-oil revenue base of the Gov- 
ernment. Investment resources will continue to flow preferentially to areas 
of Iran's relative or absolute advantage--petrochemicals, gas and mining. Non- 
economic factors, particularly the political situation, offer stability. 


B. IMPLICATIONS FOR THE UNITED STATES 


Trade and Investment Situation The United States, of major sources of Iran's 
imports, showed the least increase in 1976 according to Iranian customs data. 

At $2,151 million, nonmilitary imports from the U.S. were up 5.3 percent, com- 
pared with a 107.) percent increase in 1975, and accounted for 16.9 percent of 
the market versus 19.8 in 1975. It returned to second place after displacing 
West Germany in 253). The U.S. is most competitive on quality of goods and in 
most agricultural commodities. U.S. competitiveness in services, and indirectly 
in exports of goods, is adversely affected by the new U.S. tax reform. Com- 
petitiveness is lacking in supplier credits and transport costs relative to 
Europe, and is threatened in product servicing and pricing. These factors 
relate more to what is seen as determinants of post-1976 trade since the Iranian 
is increasingly price conscious. The apparent reason for the relative decline 
in U.S. share of the 1976 market was Iran's lower demand for agricultural pro- 
ducts of which the U.S. is principal supplier--cereals (chiefly wheat) and vege- 
table oils, imports of which were off 35 and 66 percent respectively. Imports 
from the U.S. were up strongly in general machinery (+5l%), electrical machinery 
and parts (+99%), tobacco products (+150%) and pharmaceutical goods (+39%). 

The lag in trade data explains some of the difference between the aforementioned 
modest 5.3 percent increase in U.S. exports and U.S. Customs data which for 

1976 reveal a 14.) percent decline to $2,776 million in exports to Iran (not 
including Foreign Military Sales transactions); first quarter 1977's $625.5 
million in exports is down 15.3 percent. Lacking sufficient detail, one sus- 
pect area of weakness may be the non-FMS military component. Improved prospects 
for U.S. agricultural products--wheat, rice, sorghum, live beef and oils-- 
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should boost prospects for 1977. Meanwhile, U.S. data show a 7 percent in- 
crease in firstquarter 1977 imports from Iran, virtually all of which is oil. 
U.S. service exports to Iran and total invisible earnings from Iran appear to 
be faring well; data are not available. A number of large service contracts 
have been negotiated or expanded during the last six months in both civiliam 
and military sectors. U.S. competitiveness is noted especially in high tech- 
nology services such as communications and computer systems and in logistics 
and maintenance programs. A conservative estimate of annual U.S. invisible 
earnings from Iran would be $1 billion, a quarter of Iran's service payments 


in 2535. 


U.S. investment in Iran appears fairly static in the aggregate; disinvestment 
due to the share participation program and the departure of B.F. Goodrich is 
likely offset by investments such as by Control Data, DuPont and GM. Total 
U.S. investment book or asset data are unavailable but of the estimated $)50- 
$500 million, perhaps one-half relate to oil and bank joint ventures. Invest- 
ment policies introduced by Iran in 1975 (equity ceilings by sector and in- 
dustrial share divestiture) cooled foreign investor interest. There is now 
some indication of flexibility of policies on a case-by-case basis. Reflect- 
ing this and other factors such as political, foreign exchange and financial 
stability, Iran remains a relatively attractive and hospitable investment 
market for the U.S. 


Opportunities and Responses Previous reports stressed the large-scale de- 
ferral of major projects identified in the Revised Fifth Plan and in general 


advised that little new in the way of contract project opportunities would 

be available to U.S. bidders before the Sixth Plan. While still true, this 

is not meant to detract from the basically good prospects for sale of goods 

and services in a resilient economy with goods and services payments running 
$20 billion a year and projected to increase 15-20 percent a year. The diver- 
sity of product and service demand grows and the U.S.' prospects, by reason 

of technology, quality and breadth of products and language are good to deve- 
lop further its economic relations with Iran. To the extent possible Iran now 
makes use of credit facilities in purchasing foreign goods and services. The 
Government's use of oil barter for payment in large contracts remains a possi- 
bility, but less so than in early 1977. 


The Iranian Government's business mode continues to favor prequalifications of 
firms and closed and/or negotiated tenders. Even then, the award decision is 
often influenced by indirect factors such as Iran's perceived access to other 
technology and management offered by the firm. Caution is urged in estimating 
contract costs due to Iran's incipient inflation. Those doing business through 
agents and under licensing must be aware of the competing demands on such ar- 
rangements and that they must develop their product's market in Iran and over- 
see servicing, an increasingly determining factor in product choice. The fore- 
going factors substantiate our repeated advice that success in this market 
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requires frequent visits if not permanent presence, competitive and aggres- 
sive pursuit and patience. The Fifth Tehran International Trade Fair 
(September 19 to October 1, 1977) and the U.S. Trade Center in Tehran offer 
good opportunities for introduction or expansion of a firm's product to the 
Iranian market. Details concerning these events and services are available 
from the Department of Commerce/CAGNE and the Embassy. 


Special commercial opportunities described in the previous report are in 

all cases unchanged except that further slippage has occurred in the probable 
dates of tender for some projects. While the rescheduling of many deferred 
Fifth Plan projects is expected in the Sixth Plan, some, such as in the 
highly ambitious road program, may be deferred to the Seventh Plan. The 
capital budget for 2536 essentially supports ongoing projects and, according 
to the Minister of Planning, less than 10 percent of allocations relate to 
new endeavors and these, for the most part, already have been awarded. 
Within the current relative lull in contract possibilities, housing and con- 
struction projects dominate. The massive Shahestan Pahlavi and Farahzad 
suburb "cities" of Tehran offer significant overall and subcontracts. The 
Tehran International Airport, valued no less than $1.3 billion, should be 
tendered around mid-1977. 


Details concerning oil, gas, petrochemicals, as well as other specific pro- 
jects are in recent Embassy reports available from the Department of Commerce 
and its District Offices or the Embassy's Economic/Commercial Section. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


3 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 
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